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To the Members of the
American Institute

of

Accountants

Gentlemen:
This is a note of explanation concerning the enclosed Classification
of Management Services by CPAs.
The Classification was prepared by the committee on management
services by CPAs. For the time being, at least, its distribution is being
restricted to members of the Institute, and it is not an announcement to
the general business public that any CPA is qualified or can be expected
to offer all of these services regardless of their degree of complexity in
a particular case. The list is considered to be tentative, exploratory, and
suggestive of the possibilities in this area.
The growth of the activities in the field of management services is
one of the most significant recent developments in our profession. The
opportunities for increasing the service to the client and of obtaining
additional and profitable engagements are great. There are, however,
many problems of professional conduct, specialized personnel, relations
with other professional groups, and the like, which have not been com
pletely solved.

We urge you to read this pamphlet carefully and give us the benefit
of your thinking on this important subject. Your particular attention
is directed to the introductory material which precedes the list of services.

Very truly yours,

Director of Research

FOREWORD

This classification has been prepared by the committee
on management services by CPAs as a first step in exploring
the developments in this area of professional accounting
practice with the membership of the American Institute of
Accountants. The purpose of distributing the classification
in tentative and skeleton form at this time is to stimulate
interest in the problem and to solicit comments and sug
gestions for a revision and expansion of the material.

Committee on Management Services by CPAs
September 1956

What Is Meant by
“ Management Services b y C P A s "?
The term “ management services,” when used in connection
with the services performed by CPAs, is not self-explanatory.
It has come to have a meaning which may be characterized
or delineated as follows:
1. It refers to services to business management, which a
CPA or firm of CPAs may be qualified to perform, in addi
tion to the conventional and traditional services rendered
by a public accountant.
2. The traditional services offered by CPAs include audit
ing, bookkeeping service, tax service, preparation of financial
statements o f various types, and advice on matters of ac
counting principle or treatment. These are, in the broad
sense, services to management but they are excluded from
the extensions of service to which the term “ management
services” refers.
3. Certain services often rendered by some CPAs, such
as design of an accounting system, cannot clearly be classified
either as traditional or as management service. Where the
line falls between traditional services and management
services will depend upon the individual members o f a firm,
their concept of service, their abilities, and their relationship
to their clients.
4. The qualifications of the CPA for management services
are based in part upon his training for professional account
ing and his analytical approach to his clients’ problems, hut
more upon his experience in observing and working with
the problems o f his clients, supplemented by reading and
research. In the case o f some services, his qualifications may
he based upon specialized training which he or the members
o f his staff may have received. The services tend to originate
in connection with accounting records and problems, but
almost inevitably the CPA in his capacity o f consultant is
[5]

led into areas which are related to the problem hut not direct
ly related to accounting. The internal use of accounting data
is only one part o f overall business management, and well
rounded advice to management must consider all aspects of
the management task. The services, then, may often appear
to he unrelated to accounting, especially where the CPA
and his staff members have had training and experience
in other fields of business and management. Restrictions
against rendering service in any specialized field should be
based upon lack of competence to perform rather than upon
lack of relationship to accounting.
5. The term includes, hut is not restricted to, assisting
the client in problems of managerial accounting, e.g. budget
ing, cost accounting and cost analysis, and operating and
cost control. Also included are problems of office operation
and office equipment.
6. It includes services which the CPA is asked to perform
primarily because o f the general reputation which the pro
fession has for integrity and independence, plus his known
individual competence. Examples are acting as arbitrator,
and accumulating statistics for a trade association.
7. It includes various kinds of services performed for
organizations and their management in conjunction with
other expert advisers, such as attorneys, investment bankers,
insurance counsellors, and industrial engineers.
8. It does not imply that any CPA will be qualified to
perform any or all of the services which might he listed under
this heading. It refers to services which many experienced
CPAs in general practice are qualified to render, and to
services which the CPA might become qualified to give his
client without losing his status as a professional accountant.
9. It does not include the performance o f any important
management duties for the client. In other words, it does not
mean that the CPA offers to manage a business for his client,
or make managerial decisions for him.
[6]

Standards o f Performance
It is obviously unwise for a CPA to attempt to render a
service for which he does not have the necessary knowledge
and experience. The CPA can be expected, however, to offer
expert and useful counsel and guidance on phases of business
problems which are related to his training and experience.
In the case of smaller clients, and in some communities,
services of other professional consultants may not be avail
able readily, or the unimportance or simplicity of the situa
tion may not justify the employment of other advisers. The
experienced CPA under such circumstances may be able
to give the client effective and valuable service even though
he may not have had training in a particular area. The gen
eral point to emphasize is that a CPA should make sure that,
under the circumstances, he clearly is qualified to render a
particular service before he offers it to the client.
There are various ways in which the CPA can handle a
case in an area where his own qualifications are not com
pletely adequate. He can assign the work to someone on his
staff who is qualified, provided he feels capable of supervis
ing or evaluating the specialist’s work. He can advise the
client on the use of other professional and technical con
sultants and can often express an informed and useful opin
ion on conflicting recommendations, such as those o f various
bookkeeping machine manufacturers. He can work out a
plan o f cooperation with other accounting firms whereby each
contributes its own specialized resources to unusual prob
lems. Or, he can improve his own qualifications by studying
or taking additional training in some specialized field.
One other general admonition is appropriate. In extending
his activities into the area o f management services, the CPA
must always keep in mind that he is a professional account
ant and, in the case of his audit clients, must not jeopardize
his ability to render an independent opinion on the client’s
financial statements. His relations to management should
[ 7]

be kept at the advisory level as distinct from the decision
making or operating level.

Classification o f Management Services
The following classification of management services b y
CPAs is intended merely to he illustrative, to suggest pos
sibilities, and to stimulate interest, rather than to constitute
a complete check list of services which the CPA may be
qualified to perform. The list is organized according to the
major areas o f business management, each of the first nine
groups including problems which are commonly under the
jurisdiction o f a top-level executive. The tenth group pro
vides a listing of services which do not fall readily into one
of the other groups.
In the descriptions o f individual services, the word “ ad
vise” implies the necessary knowledge, fact gathering and
analysis to support the advice given. The words “ survey”
or “ study” imply that recommendations will be made and
possibly assistance given in putting the recommendations
into effect. Neither word defines or limits the extent of the
work involved.
I— GENERAL MANAGEMENT AND AD M INISTRATION
A General Management Policies

1. Survey of management policies.
2. Advice as to expansion or contraction.
3. Advice as to general business and industry conditions.
B. internal Organization

1. Survey of internal organization.
2. Evaluation of functions and effectiveness of executives.
G Management Controls
1. Survey and design o f system o f internal reporting.
2. Application o f return on investment concept.
3. Establishment o f cost and expense controls.
[ 8]

D. Public Relations

1. Assistance in preparation o f reports to stockholders.
2. Assistance in preparation of reports to employees.
E. Special Investigations

1. Investigating a business for a prospective purchaser.
2. Advising client in connection with sale of business.
F.

Use o f Other Experts

1. Advice as to use of an attorney.
2. Advice as to need for appraisal.
3. Advice as to need for other specialists.
II— FINANCE
A. Financial Management
1. Business Organization and Reorganization

a. Advice as to type of business organization,
b . Advice and assistance as to sources of capital.
c. Advice as to types o f securities to be issued.
d. Advice as to provisions of contracts and agreements.
2. Long-term Financing

a. Study of long-term financial requirements.
3. Financing Current Operations

a. Study o f working capital requirements.
b . Advice and assistance as to sources of working
capital.
c. Advice as to dividend policy.
d. Advice as to financing purchases o f plant and
equipment.
e. Advice as to investment of idle funds.
4. Analysis of Results of Operations

a. Analysis of financial and operating statements.
b. Securing comparable industry figures.
c. Determination o f the effect of price-level changes.
B. Credits and Collections

1. Advice as to credit policy.
2. Survey of collection operations.
[ 9]

C. Budgeting

1. Advice and assistance in the design and preparation
of operating budgets.
2. Advice and assistance as to a cash budget.
3. Advice and assistance in the preparation of a capital
budget.
4. Assistance in development o f a flexible budget and
budgetary control.
D. Cost Accounting

1. Development of standard costs and a standard cost
system.
2. Development o f cost accounting methods and pro
cedures.
3. Development o f overhead allocation.
4. Design and installation o f a cost accounting system.
E. Insurance

1. Advice as to fire, fidelity and casualty coverage.
2. Advice as to life insurance.
3. Advice as to records required for insurance purposes.
F. Pension and Profit-sharing Plans

1.

Advice as to various types o f plans.

G. Government Contracts

1. Assistance in contract negotiation, renegotiation and
and termination.
2. Analysis o f costs under government contract regula
tions.

III— PRODUCTION
A. Plant and Equipment

1.
2.
3.
4.

Investigation o f new plant location.
Advice on types o f equipment.
Studies o f equipment costs and lives.
Studies o f economic justification o f plant additions.
[10]

B. Production Methods and Standards

1.
2.
3.
4.

Time and motion studies.
Development of production standards.
Study of plant space utilization.
Survey and evaluation o f production methods.

C. Production Control

1.
2.
3.
4.
5.
6.

Survey of production planning and control.
Work or machine load studies.
Survey of production records.
Survey o f quality control methods.
Development o f inventory controls.
Development of production statistics.

D. Material Handling and Control

1. Survey of warehouse layout and space utilization.
2. Study o f material accounting.
3. Survey of material handling.
E. Production Administration

1. Survey of production department organization.
IV— SALES
A. Distribution and Merchandising

1. Survey of product warehouse layout and space utiliza
tion.
2. Study of distribution methods.
3. Survey of delivery problems.
4. Development o f distribution costs and statistics.
B. Sales Management

1. Advice as to price lines.
2. Advice as to establishing prices for products and
merchandise.
3. Advice as to territories and branches.
4. Development of market potentials and quotas.
5. Analysis o f sales results.
[11]

C. Packaging and Shipping

1. Advice as to packaging methods.
2. Survey o f shipping methods and costs.
D. Advertising

1. Study of advertising methods.
2. Development of advertising control.
E. Market Research

1. Conducting market research for products and services.
2. Analysis of markets.

V — OFFICE MANAGEMENT
A. Systems and Records

1. Designing and assisting in the installation of the gen
eral accounting system.
2. Survey of office paper work.
3. Survey of filing system and records retention.
4. Development o f integrated data processing.
B. Office Equipment

1. Advice as to machine bookkeeping equipment.
2. Advice as to other office equipment.
C. Office Layout and Space Utilization

1. Survey of office layout and space utilization.
2. Study o f office space requirements.
D. Office Administration

1.
2.
3.
4.

Survey of office organization.
Analysis o f workload o f office personnel.
Evaluation of personnel.
Setting of clerical work standards.

VI— PURCHASING
1. Survey o f purchasing procedure.
[ 12]

V II— 'TRAFFIC AND TR AN SPO R TATIO N
A. Traffic Management

1. Survey o f traffic management.
B. Transportation Equipment

1. Investigation of equipment requirements.
2. Study of equipment costs and lives.
3. Study of equipment operating costs.
C. Fleet Management

1. Survey of fleet operation.
V III— PERSONNEL
A. Recruitment

1. Survey of recruitment procedure.
2. Recruiting or interviewing prospective accounting
personnel.
B. Training

1. Survey o f training procedure.
2. Instruction of accounting personnel in the operation
o f the accounting system.
C. Classification and Evaluation

1. Preparation of job classifications.
2. Design of plan for job evaluation.
D. Compensation

1.
2.
3.
4.

Advice as to compensation for various types o f work.
Advice as to wage incentive programs.
Calculation o f distributions under profit-sharing plans.
Advice as to employee benefit programs.

E. Industrial Relations

1. Advice as to labor union contracts.
2. Computing probable cost o f guaranteed annual wage,
agreements and of other “ fringe” benefits.
3. Preparing evidence as to “ ability to pay” wage in
creases in labor union negotiations.
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4. Assisting in the conduct o f labor union elections.
5. Conducting an employee attitude survey.
F. Safety and Health Programs

1. Advice as to safety and health programs.
G. Retirement Plans

1. Advice as to pension and profit-sharing plans.
IX — RESEARCH AND DEVELOPMENT
1. Developing records and controls for research and de
velopment programs.
X — O TH ER PROFESSIONAL SERVICES
1. Accumulating and reporting trade statistics.
2. Arbitrating disputes.
3. Assistance in rehabilitating a business.
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